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NOTE: 

:l ' ( I . 

-6-

Ro8ert Har t manD. : It is crucial that the Presid . ..; n t '.s 

veto be su s tained , and that when and if he gets overridden, 

th.::. t the ll...Fi,- CIO NOT be the agent t na t t2.rr1.ed the 

Presiden t when the veto- proof Congress failed. I therefore 

favor Op t i o n 3 indeed , it offer s the best way t o 

avo id a n cver r ice . 

Approv e Dis a pprove 

Director Lynn that you indicate your 

\villing ness support legislation e xpanding and 

extending the Tandem Plan BUT that a d etermination on 

r e leasir.g the remaining Tandem authority be \vithheld 

at l e ast until the latest housing starts and housing 

pe r mits fig u res are released later this week . 

Approve Disapprove 



Homes 

SATURDAY, AUGUST 2, 1975 

Chipping Away at Ameri,ca's Dream 
By Kenneth R. llarney 

Second of two arttcle! 

Twenty five years ago, two 
out of three families could 
afford to buy a m~>dian­
priced new home. Today, 
fewer than one out of five 
can. 

What's going on? What 
are tbe implications for na­
tional housing patterns, for 
y o u n g and middle-income 
families, and for families 
~ho already own a home? 

Houses have been cata­
pulted out of the price 
range of all but the wealth-

lest Americans because in­
comes in the U.S. haven't 
kept pace with the sharp 
rises in costs of land, mate­
rials, labor, mortgage credit 
and energy. The costs as!'o­
ciated with buying a typical 
new home, in fact, have 
risen twice as fast as the 
median family income since 
1950. 

Data compiled by the 
American Bankers Associa­
tion indicate that since 1965 
alone, nationwidt home con­
struction costs have gone up 
by 71 per cent, home main­
tenance and repair costs by 
92 per cent, mortgage rates 

by 57 per cent, property 
taxes by 64 per cent, and 
fuel and utilities by 62 per 

cent. 

Before 1965, only 6 per 
cent of all new houses con­
structed sold for more than 

$35,000. In the Washington 
metropolitan area today the 
median-priced new h o m e 
goes for more than S55,000 
-- and as thousands of 
house-seekers can attest, 
$55,000 doesn't always buy 
you a heck of a lot. In the 
Washington area, a $35,000 
new home is a two-bedroom 
apartment on the fourth 

floor ot a suburban condo­
minium. 

Clearly, if rises in the cost 
of housin£! continue to out· 
strip rises in income, we 
can't remain a nation of 
home owners in the tradi­
tional sense. Sixty three per 
cent of all American fami­
lies now own their homes, 
but only 15 per cent of them 
can afford to buy a median­
priced new home and onlY 
one of five a median-priced 
resale home. 

It won't take many years 
-- if the same imbalance is 
allowed to continue -- be­
fore we begin to chip away 

substantially at the 63 per 
cent American Dream. Al­
ready real estate brokers 
across the country are 
worrying about softness in 
the •·move up" resale mar­
ket: pE>ople who have owned 
their homes and would like 
a newer one are now stayin~t 
put because they can't pay 
the high carrying costs of 
home buying and don't like : 
what they'd get for their. 
money anyway. • 

The "move up" market is 
a vital one for the housing 
system, creating moderatelY· 

See HARNEY, D4 • . . . . . . 

Suit Challenges~!/ .. ,.. " 
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MEMORANDUM FOR 

FROM 

SUBJECT 

THE WHITE HOUSE 

WASHINGTON 

August 12, 1975 

JACK MARS\\ 

JIM CANNO!t~ 

OLD DOMjNION SAVINGS AND LOAN: 
FEDERAL~ LOAN MORTGAGE CORPORATION 
CAPITAL REQUIREMENTS 

PURPOSE: You forwarded for our review the attached 
correspondence from Old Dominion Savings and Loan (Tab A) 
complaining that the Federal Horne Loan Mortgage Corporation's 
(FHLMC) $5 million capital requirement for participating 
private mortgage insurance companies is arbitrary and restricts 
the entry of smaller companies into the industry. This 
memorandum provides brief background to the capital 
requirement issue and attaches a response for your 
signature (Tab B). 

BACKGROUND: FHLMC purchases mortgages insured by private 
mortgage 1nsurance companies (PMis). By statute, FHLMC is 
required to establish eligibility requirements for 
participating PMis. Under the FHLMC regulations, eligible 
PMis must meet capital requirements of $5 million. The 
mortgage insurance industry at large has, according to FHLMC, 
viewed the $5 million as a minimum which should be raised. 
Recent entries into the national mortgage insurance business 
have been capitalized at multiples of the FHLMC requirement. 

Three small PMis capitalized at well under $5 million are 
complaining that the requirement is discriminatory. These 
companies are Secura Insurance, Mid Atlantic and Horne 
Guaranty (the subject of the attached request). 

RECOMMENDATION: FHLMC is a quasi regulatory agency under the 
Federal Horne Loan Bank Board. The issue is a regulatory 
matter which has been brought to the attention of the 
Counsel's office. I suggest you sign the attached 
acknowledgement. Counsel's office (Chapman) concurs. 

ACTION: The attached response is for your signature (Tab B). 



.. -
THE WHITE HOUSE 

WASHINGTON 

August 30, 1975 

Dear Fred: 

Thank you very much for your letter of July 17 regarding 
the Federal Horne Loan Mortgage Corporation's capital 
requirements for private mortgage insurance companies. 

It seems to me that your comments have great merit, and 
I am hopeful that an appropriate resolution of the 
problem can be found. 

As you know, the Federal Horne Loan Banking Board and the 
Federal Horne Loan Mortgage Corporation are quasi-regulatory 
agencies, and it is our policy to work through the office 
of Philip Buchen, Counsel to the President, in resolving 
matters relating to them. I have talked with Phil about 
your letter, and I am sure he will look into the matter. 

I very much appreciate your bringing this matter to my 
attention. 

Wlth best wishes and warm personal regards, 

Sincerely, 

John 0. Marsh, Jr. 
Counsellor to the President 

Mr. Fred L. Glaize, Jr. 
Old Dominion Savings and Loan Association 
Post Office Box 826 
202 West Boscawen Street 
Winchester, Virginia 22601 
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MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HOUSE 

WASHINGTON 

November 28, 1975 

LOG NO. 7501228 
REQUEST 

I 

JIM CANNON /l 'I " lr ~ -. ~./\-A ,.1 

f,~}YfJ 

TOD HULLINd1_ 

Detroit 1 
/ 

ISSUE: Will HUD insure the mortgage for a proposed develop­
ment called International Towers? 

BACKGROUND: The proposed development of International Towers 
would be located on the Detroit River, west of Cobo Hall and 
south of Jefferson in downtown Detroit. The proposal under 
consideration is the first phase of a larger development 
potentially totalling up to 3,000 units. All of the buildings 
in subsequent phases, as well as the first phase, would be 
high-rise construction. The phase under consideration at this 
time would have 915 units in two buildings. 

At the present time, a proposal to insure the International 
Towers project has not been officially submitted. However, 
in preliminary discussions with the developer, HUD has ten­
tatively concluded that the stability and depth of the luxury 
high-rise market in the area in which this project is to be 
located is at best tenuous. Over 3,000 apartments in this 
area have been analyzed. More than 60% are HUD insured devel­
opments. Almost all of the HUD insured apartments are in some 
form of financial distress with several of the mortgages in 
default and others actually owned by HUD. 

A final decision on this proposal cannot be made until an 
official proposal is submitted. However, HUD's preliminary 
economic analysis seems to indicate that the market will have 
a difficult time supporting a project as large as International 
Towers. ---------Recently, Secretary Hills had an interview with Storer Broad-
casting in which she was asked about the International Towers 
project. At that time, she indicated that HUD had some eco­
nomic problems with the project in that the luxury high-rise 
market in the Detroit area was "soft." Detroit Mayor Coleman 
Young is a supporter of this project and has asked for a 
meeting with Secretary Hills to discuss it. 

This is not an issue in which we should become involved. It 
should be worked out between the developer and HUD. 




